CHAPTER XIII
DEATH DUTIES AND TAXES ON INVESTMENT INCOME
§ 1. in turning to the subject of death duties we may con-
veniently begin by clearing out of the way a time-worn
controversy of an ethical nature. It used to be, and is still
sometimes, urged that, though ordinary taxation is an un-
objectionable and, indeed, an essential function of the State,
taxes on the scale and in the nature of present-day death
duties violate fundamental natural rights, and are thus ethic-
ally wrong. After what was said in Part I, Chapter II, on
cc The Principles of Compensation " I need not delay over
this matter. The point of view I have been describing was
refuted once for all by Sir William Harcourt in the following
passage from his Budget speech in 1894 : " Upon the devolu-
tion of property of all descriptions the State takes its share
first — before any of the successors in title are benefited.
The reason on which this is founded is plain. The title of the
State to a share in the accumulated property of the deceased
is an anterior title to that of the interest to be taken by those
who are to share it. The State has the first title upon the
estate, and those who take afterwards have a subsequent and
subordinate title. Nature gives man no power over bis earthly
goods beyond the term of his life. What power he possesses
to prolong his will after his death — the right of a dead hand
to dispose of property — is a pure creation of the law, and the
State has the right to prescribe the conditions and the limita-
tions under which that power shall be exercised." * Nothing
further needs to be said.
§ 2. The characteristics peculiar to death duties are easily
set out. Prom our point of view these duties are occasional
property taxes, thus standing in contrast with annual property
taxes. Instead of collecting a relatively small sum from
each property every year, they collect a large sum from each
property at intervals averaging about thirty years and asso-
ciated with the death of the proprietor. This is the essential
point. The fact that some owners of property, universities
* Quoted in Soward and Willard, The Taxation of Capital, p. 69.
138

